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Kristin K. Mayes
Commissioner
ARIZONA CORPORATION COMMISSION
1200 West Washington
Phoenix, Arizona 85007
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Re : Effect of Capital Markets on Renewable Energy Projects in Arizona
(Per Your Letter Dated December 3, 2008) E- 01345A- 0 8 - 0172

Dear Commissioner Mayes:

It is well known that capital markets have severely contracted during the second half of this
year,  and that commercial credit  of all kinds is more expensive and harder to get.  Solana has an
advantage in this market because it  is a  top-notch project with an experienced developer .  It  has
attracted tremendous interest throughout the world and with a number of financial institutions. Indeed,
despite the problems in the market, Abengoa was able to raise in recent months approximately $300
million of project financing for projects it is developing in Europe. Abengoa has yet to seek financing
for the Solana project, concentrating instead on completing the permitting process. Arizona Public
Service Company ("APS" or "Company") is aware of Abengoa's priorities and is confident that there
is  t ime to obta in financing next  year ,  when the permit t ing process is  fur ther  a long and market
opportunities are hopefully improved. In fact, the agreement between APS and Abengoa anticipated
financing in 2009. Obviously, the financial health of APS will be a critical element of successfully
financing Solana. Project financing, both cost and availability, largely depends on the creditworthiness
of the buyer, and Solana is not an exception.

APS has not "abandoned" the Joint Development Group ("JDG"). The members of that
consortium decided not to accept any of the proposals offered for various reasons including costs that
were not favorable to their customers. However, APS remains interested in jointly participating,
through ownership or contract, in large scale solar projects in Arizona if such joint participation makes
sense and is in the best interests of APS's customers. In the meantime, APS is pursuing projects on its
own.
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For example, and in addition to the Solana project, APS has issued two additional renewable
RFPs, one of which is in concluding stages. As will become even more evident once APS has
submitted to the Commission its upcoming resource plan, the Company is committed to making
renewable resources a centerpiece of meeting its incremental energy needs. That is why APS stays in
constant contact with developers, conducts studies of renewable energy, and is active in the renewable
energy community.

Finally, APS ownership of solar facilities is being seriously considered as a result of the
extension of the federal tax credit for solar energy and the expansion of the eligibility for such credits
to include electric utilities. However, as Mr. Post indicated during the interim rate hearing, APS cannot
undertake large capital-intensive generation projects such as large-scale solar unless its financial
condition improves and there is some mechanism to assure timely cost recovery of utility-owned
renewable generation.

I hope this letter is responsive to your inquiries.

Sincerely,

Thomas L. Mum aw

TLM/
cc: Chairman Mike Gleason

Commissioner William Mundell
Commissioner Jeff Hatch-Miller
Commissioner Gary Pierce
Ernest Johnson
Janice Allard
Lyn A. Farmer
Brian McNeil
Rebecca Wilder
Parties to Docket No. E-01345A-08-0172
Docket Control
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Copies of the foregoing emailed or mailed
This 12th day of December 2008 to:

Tina Gamble
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007
ega1nble@aznL1co.gov

Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
ejohnson@cc.state.az.us

C. Webb Crockett
Fennemore Craig
3003 North Central, Suite 2600
Phoenix, AZ 85012-2913
wcrocket@fclaw.comMaureen Scott

Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
rnscott@azcc.gov

Kevin Higgins
Energy Strategies, LLC
215 South State Street, Suite 200
Salt Lake City, UT 84111
khiggins@energvstrat.com

Janet Wagner
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
jwagner@azcc.gov

Michael L. Kurtz
Boehm, Kurt & Lowry
36 East Seventh Street, Suite 2110
Cincinnati, OH 45202
mkurtz@BKLlawfirm.com

Terri Ford
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
tford@azcc.gov

Kurt J. Boehm
Boehm, Kurt & Lowry
36 East Seventh Street, Suite 2110
Cincinnati, OH 45202
kboelnn@BKLlawfirm.com

Barbara Keene
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
bKeene@cc.state.az.us

The Kroger Company
Dennis George
Attn: Corporate Energy Manager (G09)
1014 Vine Street
Cincinnati, OH 45202
dgeorge@kroger.com

Daniel Pozefsky
Chief Counsel
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007
dpozefsky@azruco.com

Stephen J. Baron
J. Kennedy & Associates
570 Colonial Park Drive
Suite 305
Roswell,  GA 30075
sbaron@jkenn.com

William A. Rigsby
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007
brigsby@azruco.gov

Theodore Roberts
Sempra Energy Law Department
101 Ash Street, H Q 3D
San Diego, CA 92101-3017
TRoberts@sempra.com

Lawrence V. Robertson, Jr.
2247 E. Frontage Road
Tubae, AZ 85646
tubac1awyer@aol.com
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Michael A. Curtis
501 East Thomas Road
Phoenix, AZ 85012
mcurtis401 @aoLcom

Karen Nolly
MOYES, SELLERS, & SIMS
1850 North Central Avenue, Suite 1100
Phoenix, AZ 85004
kena11y@lawms.com

William P. Sullivan
501 East Thomas Road
Phoenix, AZ 85012
wsullivan@cgsuslaw.com

Jeffrey J. Wooer
K.R. Saline & Assoc., PLC
160 N. Pasadena, Suite 101
Mesa, AZ 85201
jjw@krsa1ine.comLarry K. Udall

501 East Thomas Road
Phoenix, AZ 85012
1uda11@c,qsus1aw.com

Scott Carty
General Counsel the Hopi Tribe
P.O. BOX 123
Kykotsmovi, AZ 86039
Scanty()856@aol.com

Michael Grant
Gallagher & Kenned , P.A.
2575 East Camelbacll Road
Phoenix, AZ 85016
MMG@gknet.com

Cynthia Zwick
1940 E. Luke AVe
Phoenix, AZ 85016
czwick@azcaa.orgGary Yaquinto

Arizona Investment Council
2100 North Central, Suite 210
Phoenix, AZ 85004
gyaquinto@arizonaic.org

Nicholas J.  Roch
349 North 4 Ave
Phoenix, AZ 85003
nick@1ubinandenoch.com

David Ben'y
Western Resource Advocates
P.O. BOX 1064
Scottsdale, AZ 85252- 1064
azb1uhil1@aol.com

Karen S. White, Esq
Air Force Utility Litigation &
Negotiation Team
AFLOAT/JACL-ULT
139 Barnes Drive
Tyndall AFB, FL 32403
karen.white@tyndalLcom

Tim Hogan
Arizona Center for Law in the Public Interest
202 East McDowell Road
Suite 153
Phoenix, AZ 85004
thogan@aclpi.org

Jeff Schlegel
SWEEP Arizona Representative
1167 W. Samalayuca Dr.
Tucson, AZ 85704-3224
sch1ege1j@aoLcom

Jay I. Modes
MOYES, SELLERS, & SIMS
1850 North Central Avenue, Suite 1100
Phoenix, AZ 85004
jimoves@1awms.co1n


